II.

Santa Fe County
Investment Committee Meeting
August 26, 2009

Agenda

COMMITTEE MEMBERS:

Victor A. Montoya, Treasurer Mike Anaya, Commission Chair
Roman Abeyta, County Manager Ted Apodaca, Asst. County Attorney
Teresa Martinez, Finance Director Lowell Gilbert, Private Sector

Call Meeting to Order:

1.

Roll Call of Committee Members.

2. Approval of the July 16, 2009 Minutes
3. Approval of the August 26, 2009 Agenda.

1.

Current Agenda Items:

Discussion of First Community Bank’s intention to explore merger options; CEO Michael R.
Stanford says “It is in our share holders best interest to consider various strategic alternatives”.

Discussion and approval for a Custody Bank Request for Proposals (RFP).

Investment activity since last Committee meeting on July 16th: We purchased and settled on
the following government agency (bond):

a. L.F. Rothschild LLC, Freddie Mac Bond-CUSIP #3133F4EL1 in the amount of

$200,009.72 settled August 21, 2009, with a rate of 1.75%.

_ L.F. Rothschild LLC, Freddie Mac Bond-CUSIP #3133F4BEQ in the amount of

$130,379.17 settled August 21, 2009, with a rate of 1.49%.

. The distribution for July 2009 property tax collections was $1.1 12,952.54 which

will be made on August 20, 2009. The County’s share for July is $493,635.38.
The maintenance report that shows we have collected $125,118,861.57 as of
July 31, 2009. The County Treasurer’s Office property tax collection rate is
93.74% through July 31, 2009.

. When comparing the year-to-date collection rate July 31, 2009 over July 31,

2008, we are down -.02%; but in dollars we $10,936,790.47 ahead of last years
collections.

b. The next item is a copy of the County’s investment portfolio as of August 25, 2009
which stands at approximately $205,819,140.95 million. The portfolio on July 16" was
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approximately $237,003,932.49, a decrease of $31,184,791.54. Since July 16" two
bonds and six CD’s matured or were called with a value of $8,194,000.00.

Other Business:

1. State Treasurer Local Government Investment Pool (LGIP) Yields.

July 2009 Current Yield__0.300

June 2009 Current Yield_ 0.276

May 2009 Current Yield _0.26%.
April 2009 Current Yield _0.30%.
March 2009 Current Yield _0.50%.
February 2009 Current Yield __1.07%.

o e T

The Pool invests in short term periods of 50-60 days or less, brokers and money managers
continue projecting fed funds rates to remain static between 0.0% and 025%. A year ago the
fed funds rate was 1.85%.

2. The State Treasurer’s Executive Summary of investment activity for the LGIP in June 2009 is
included in this month’s agenda. Highlights of the June report are as follows:

a. The market value of the LGIP decreased 5.7% from $921 million in June to $869
million in July.
b. The net yield at the LGIP for July was .29% minus 4.1 basis point administrative fee.
c. As reported in May, the STO suspended its loss amortization plan and created a
Reserve Contingency Fund of it own. In the month end statements the State
Treasurer reduced the LGIP Reserve Contingency Fund by $934,359.42. The revised
LGIP Reserve Contingency Fund is still at $2.16 million of Santa Fe County’s
funds.
As stated in the previous month, the LGIP divested itself of all money market funds and
liquidity needs are now met by laddered Treasury bills and notes; commercial paper; CD’s;
corporate bonds and collateralized bank deposits.

A copy of the July 2009 STO report is attached with more detail for your information.

I have again included a chart from Morgan Keegan which provides an update on the inverted
yield curve and where the maximum short term yields are on U.S. Treasuries as of August 25,
2009.

The next meeting is scheduled for September 17, 2009 at 2:00 PM, in the Legal Conference
Room.

Please let me know if anyone has a conflict with this date?

5. Adjournment.
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First State To

N.M. Company’s Stock Has
~taken Beating in Downturn

Copyright © 2009 Albuquerque Journal

By WiINTHROP QUIGLEY

A
JournalsStaff Writer

First State Bancorporation, known for pok-'

ing fun at multiple takeovers and mergers of its
competition, has retained a financial adviser
to improve its value to shareholders and will
consider what the company called™a business
combination with a strategic partner.” o

Chief Executive Officer Michael R. Stanford,
in anews release, said First State, which oper-
ates First Community Bank in New Mexico
and Arizona, believes “it is in our sharehold-
ers’ best interest to consider various strategic
alternatives.” ot o

New York-based Keefe, Bruyette & Woods
will review “strategic alternatives to enhance
shareholder valie,” according to the bank.
First State said it would not comment further
on KBW's activities until a specific iransaction
is approved by the compﬁiny’s directors or other

Explore Merger Options

ROBERTO E. R0§ALES/JOURNAL
First State Bancorporation has hired a finan-
cial adviser while it considers merger options,
as its stock has taken a beating,

. “significant developments” bcqur. = ,
1t also said there is no guarantee Fivst State

will pursue “any particular transaction or
strategy,” or that efforts to improve share-
holder value will be successful. :

KBW specializes in advising_fmancial insti-

See FIRST on PAGE A2

s m— g -

First State
Explores
Merger
Options

Sfrom PAGE A1

tutions, evaluyating finap-
cial stocks and arranging.

i deals involving 'financial

¢ institutions.

:  KBW arranged the sale of

! North Fork Bancorporation

- of New York to Capital One .
Finaneial Corp., the acqui-
sition by Bank of America

. Corp. of MBNA Corp., the sale
of Household International to
HSBC, as'well as other trans-

" actions, according to filings
with the U.S. Securities and
Exchan;

i







IST FIRST STATE BANCORPORATION

H. Patrick Dee Michael R. Stanford

Chief Operating Officer President & CEO

(505) 241-7102 (505) 241-7155
NEWS RELEASE

FIRST STATE ANNOUNCES RETENTION OF KEEFE, BRUYETTE &
WOODS AS FINANCIAL ADVISOR

Albuquerque, N.M. — August 5, 2009 — First State Bancorporation (“First State”)
(NASDAQ:FSNM) announced today the retention of Keefe, Bruyette & Woods (“KBW”) as a
financial advisor to the Corporation for the review of strategic alternatives to enhance shareholder
value, including the possibility of entering into a business combination with a strategic partner.
First State further stated that there can be no assurance that the review of strategic alternatives
will result in First State pursuing any particular transaction or strategy, or if it pursues any such
transaction or strategy, that it will be completed. First State does not expect to make further
public comment regarding the review until the Board of Directors has approved a specific
transaction or otherwise deems disclosure of significant developments is appropriate.

“Although our bank is well capitalized and has $79 million in our allowance for loan
losses that is not included in our capital calculation, we believe it is in our shareholders’ best
interest to consider various strategic alternatives,” stated Michael R. Stanford, President and
Chief Executive Officer. “KBW’s expertise and counsel will be extremely valuable in our
analysis and assessment of these alternatives for our company. KBW has worked closely with
our company since 1997, are very familiar with our operations and are extremely well qualified to
assist us in this process,” continued Stanford.

First State Bancorporation is a New Mexico based commercial bank holding company
(NASDAQ:FSNM). First State provides services, through its subsidiary First Community Bank,
to customers from a total of 40 branches located in New Mexico and Arizona. On Wednesday,
August 5, 2009, First State’s stock closed at $L£7per share. §-248-09

Certain statements in this news release are forward-looking statements, within the meaning of
Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934 (the
“Exchange Act”). These statements are based on management’s current expectations or predictions of
future results or events. We make these forward-looking statements in reliance on the safe harbor
provisions provided under the Private Securities Litigation Reform Act of 1995.







All statements, other than statements of historical fact, included in this news release which relate
to performance, development or activities that we expect or anticipate will or may happen in the future, are
forward looking statements. The discussions regarding our growth strategy, expansion of operations in our
markets, acquisitions, dispositions, competition, loan and deposit growth, timing of new branch openings,
capital expectations, and response to consolidation in the banking industry include forward-looking
statements. Other forward-looking statements may be identified by the use of forward-looking words such
as “believe,” “expect,” “may,” “might,” “will,” “should,” “seek,” “could,” “approximately,” “intend,”
“plan,” “estimate,” or “anticipate” or the negative of those words or other similar expressions.

Forward-looking statements involve inherent risks and uncertainties and are based on numerous
assumptions. They are not guarantees of future performance. A number of important factors could cause
actual results to differ materially from those in the forward-looking statement. Some factors include
changes in interest rates, local business conditions, government regulations, loss of key personnel or
inability to hire suitable personnel, faster or slower than anticipated growth, economic conditions, our
competitors’ responses to our marketing strategy or new competitive conditions, and competition in the
geographic and business areas in which we conduct our operations. Forward-looking statements contained
herein are made only as of the date made, and we do not undertake any obligation to update them to reflect
events or circumstances after the date of this report to reflect the occurrence of unanticipated events.

Because forward-looking statements involve risks and uncertainties, we caution that there are
important factors, in addition to those listed above, that may cause actual results to differ materially from
those contained in the forward-looking statements. These factors are included in our Form 10-K for the
period ended December 31, 2008, as filed with the Securities and Exchange Commission.

First State’s news releases and filings with the Securities and Exchange Commission are available
through the Investor Relations section of First State’s website at www.fcbnm.com.
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NEW MEXICO STATE TREASURER'S
EXECUTIVE SUMMARY OF
INVESTMENT ACTIVITY

As of July 31, 2009

NEW MEXIGROWLOCAL GOVERNMENT INVESTMENT PoOL (LGIP)
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® The July 31 matket value of the LGIP
portfolio was $869 million, compared
to a market value of $1.6 billion at the
same period last year and $961 million
at the same period two years ago.

* During the month the market value of
the portfolio decreased 5.7%, from
$921 million at June month end to
$869 million. Participant contributions
for July totaled $47 million and
withdrawals totaled $98 million.

® The gross yield was .35% at July 31, a
7.8% increase from June month-end
of .33%. The weighted average
maturity at July 31 was 52 days, up
from the June 30 weighted average
matutity of 50 days and within the rule
2a-7 requirement of 60 days or less.







Tocal Govenment Investment Pool *  July purchases in the LGIP portfolio
totaled $265 million. Purchases include
government  guaranteed asset-backed
commercial paper and Treasury securities.
nk Account X 30,764,492 3. 2l = Sales during the month totaled $35

Commercial Paper-Dsc B . 39,967,722  4.60% 65 million, which included U.S. Treasury Bill.

Commercial Paper-TLGP ! 49,705,417  5.72% 47

40,000,000 4.60% 144

139,995,350 16.12% 12

§53,072,000 63.67% 58

15,122,400 1.74% 42

868,627,081  100% 50

LGIE - lotsl Eacdiags [(@hze-m) . LGIP eamings for July totaled $263

thousand, a 7% increase from June
earnings of $245 thousand. Fiscal year-to-
date earnings total $263 thousand.
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®  The 30-day net yield of the LGIP as of July
24 was 0.29%, underperforming the 30-
day net S&P Rated Government
Investment Pool (GIP) index 0.36 by .07
basis points. The 30-day gross yield of the
4 LGIP at July 24, was 0.34%,
3 underperforming the 30-day gross S&P
Rated GIP index of 0.55%.

Benchmark Yield Comparison
New MexiGROW LGIP

Percent

=  The administrative fee assessed for July
was 4.1 basis points. Year-to-date fees
S e collected total $32,000.18.
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SANTA FE COUNTY
INVESTMENT COMMITTEE MINUTES

JULY 16, 2009
Meeting called to order @ 2:04 pm.
Committee Members in Attendance:
Victor Montoya, County Treasurer Lowell Gilbert, Private Sector Member
Roman Abeyta, County Manager Rachel Brown, Asst. County Attorney
Teresa Martinez, Finance Director Liz Stefanics, County Commissioner

A motion to approve the Minutes was made by Liz Stefanics, seconded by Lowell Gilbert, motion carried
unanimously.

A motion to approve the Agenda was made by Teresa Martinez, seconded by Liz Stefanics, motion carried
unanimously.

Victor Montoya, County Treasurer introduced Fidel L. Gutierrez, Senior Vice President and Daniel
Bartholomew, Chief Financial Officer from Los Alamos National Bank to give a presentation on the
financial condition and operations of the Bank.

Fidel L. Gutierrez, Senior Vice President began the presentation with a handout package to the committee
members. First thing he pointed out was the total county holdings in investments totaling $123,450,000.00.
He reported the total level of collateralization (including $250,000.00 in FDIC) is 108.10%. He also stated
they are a classified publicly held company because they have over 500 shareholders which is why they have
also included a form 10Q in our package. Fidel Gutierrez stated they have to follow the FCC rules and
regulations and the main reason why he mentioned this was because they are not publicly traded, they are
one of the few banks who are not. He then introduced Daniel Bartholomew, Chief Financial Officer.

Daniel Bartholomew, Chief Financial Officer thanked the committee for having them there. He added to
Mr. Gutierrez’s statement of account in reference to the investments the county holds with Los Alamos
National Bank: he stated the list of investment accounts included in his package, was as of June 30, 2009.
He pointed out that their form 10Q was their quarterly report, and it included 5 years of data, the main thing,
he said, was the graph presentation. He stated the Bank has been profitable for the last 5 years; their return
on assets is 1%. He also stated they have been hit hard the last 2 years, for obvious reasons but even with
that, during the first quarter of 2009 they made $3.2 million as a consolidated entity and have been able to
remain profitable. Their capital to assets ratio, as a common measure, is around 14% in their first quarter
2009.

He informed the committee they received Capital Purchase Program funds from the US Treasury in the
amount of $35.5 million dollars. They were issued preferred stock which pays a rate of 5.6%, it is not an
ownership position, it does not lose the interest of the common shareholders and has no holding rights. They
made their first payment in May 2009, with quarterly payments thereafter. He explained that with the
injection of that capital the Bank felt it was a good source of capital to help support growth and opportunities







in particularly in this environment we are all facing and decided to issue preferred shares to the U.S.
Treasury. He indicated they were honored to be chosen as one of the few banks in New Mexico to receive
the funds. He stated they were well capitalized which gave them an opportunity to receive the funds, serve
the community and not have too much regulatory scrutiny given their capital levels minimum levels so they
decided to go ahead and do this.

He then stated as of December 2008, on a consolidated level, they had total capital of $139,000,806 million,
on the bank level they had $133,000,407 million and added the $35.5 million capital purchase money to that.
He added, they would have to lose all that money to be considered dissolvent.

Next, he then made reference to the 10Q form he supplied the committee with. The first thing he made
reference to was on page 4 which shows the provisions for loan losses which increased significantly from
March 2009 in the amount of $4,161 million from March 2008 in the amount of $1,050 million.

Fidel Gutierrez reported that even though the increase in reserve numbers is higher this year than last year,
the reserve losses for last year show their ability to make money.

Treasurer Montoya thanked Fidel L. Gutierrez and Daniel Bartholomew for taking the time to come in and
report to us.

Treasurer Montoya then proceeded with the next item on the Agenda, the investment activity since our last
committee meeting on June 18, 2009. We purchased and settled on the following government agencies
(bonds) and CD’s:

a. L.F. Rothschild LLC, Federal Home Loan Bank Bond-CUSIP #3 133XTWAUO in the amount of
$1,998,000.00 settled June 30, 2009, with a rate of 2.05%.

b. The distribution for June 2009 property tax collections was $853,083.52 which will be made on
June 20, 2009. The County’s share for June is $357,005.40. The maintenance report that shows
we have collected $124,332,592.25 as of June 30, 2009. The County Treasurer’s Office property
tax collection rate is 93.15% through June 20, 2009.

c. When comparing the year-to-date collection rate, June 30, 2009 over June 30, 2008, we are down
-.02%: but in dollars we are $10,685,896.58 ahead of last years collections.

Treasurer Montoya then provided the committee with the County’s portfolio as of June 18, 2009 which
stands at approximately $237,003,932.49 million. The portfolio on May 20" was approximately
$205,429,014.53, an increase of $31,574,917.96. Since May 20" four bonds and twelve CD’s matured or
were called with a value of $8,174,770.83. The first item Treasurer Montoya made reference to were the
miscellaneous certificates of deposit on page 3 of the Agenda; the total amount is $26,188,000.00. The
second item he made reference to was on page 4 of the Agenda which includes all the Certificates of Deposit
with Los Alamos National Bank for a total of $114,453,128, he then referred to page 5 of the Agenda that
covered government agency bonds, the total is $44,864,003.34. Lastly, Treasurer Montoya asked the
committee to turn to page 7 of the Agenda which includes the LGIP accounts. He reported the Pool
balance to date is $6,365,084.36; the pool reserve reimbursement was $934,359.42, for a grand total of
investments in the amount of $219,203,058.66.
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The next item of business was the State Treasurer’s Local Government Investment Pool yields for the last
six months:

June 2009 Current Yield  0.276%

May 20089 Current Yield _ 0.26%

April 2009 Current Yield __ 0.30%

March 2009 Current Yield  0.50%

February 2009 Current Yield _ 1.07%

January 2009 Current Yield ___ 0.54% to -1.10%.

o AL TR

Treasurer Montoya stated the Pool invests in short term periods of 50-60 days or less, brokers and  money
managers continue projecting fed funds rates to remain static between 0.0% and .025%. A year ago the fed
funds rate was 1.85%.

He then stated the State Treasurer’s Executive Summary of investment activity for the LGIP in June 2009 is
included in this month’s agenda. Highlights of the June report are as follows:

1. The market value of the LGP decreased 4.4% from $964 million in May to $921 million in June.

2. The net yield at the LGIP for June was .26% minus 4.1 basis point administrative fee.

3. Asreported in May, the STO suspended its loss amortization plan and created a Reserve
Contingency Fund of its own. In the month end statements, the State Treasurer reduced the LGIP
Reserve Contingency Fund by $934,359.42. The revised LGIP Reserve Contingency Fund
contains $2.16 million of Santa Fe Count’s funds.

Also, as stated in the previous month, the LGIP divested itself of all money market funds and liquidity needs
are now met by laddered Treasury bills and notes; commercial paper, CD’s; corporate bonds and
collateralized bank deposits.

Treasurer Montoya stated a copy of the June 2009 STO report was attached with more detailed information.
Treasurer Montoya stated the overnight repo rate we received from our custody bank was still at .25% for
May. In June we reported that on May 6", he met with FCB and suspended our overnight repo agreement

(yielding 0.25%) to a “NOW” Account which will yield .050% APY effectively doubling our yield.

Treasurer Montoya again included a chart from Morgan Keegan which provides an update on the inverted
yield curve and where the maximum short term yields are on U.S. Treasuries as of July 16, 2009.

The next meeting was scheduled for August 20, 2009 at 2:00 pm.

Meeting adjourned at 3:18 pm.
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Santa Fe County
Investment Committee Meeting
August 26, 2009

Agenda
COMMITTEE MEMBERS:
Victor A. Montoya, Treasurer Mike Anaya, Commission Chair
Roman Abeyta, County Manager Ted Apodaca Asst. County Attorney
Teresa Martinez, Finance Director Lowell Gilbert, Private Sector
Call Meeting to Order:
1. Roll Call of Committee Members.
2. Approval of the July 16, 2009 Minutes
3. Approval of the August 26, 2009.
Current Agenda Items:
1. Discussion of First Community Bank’s intention to explore merger options; CEO Michael R.
Stanford says “It is in our shareholders’ best interest to consider various strategic alternatives”.
2. Discussion and approval for a Custody Bank Request for Proposals.
3. Investment activity since last Committee meeting on July 16"
a. Bond purchases and/or Certificates of Deposit.
b. Distributions for July 2009 property tax collections.
¢. Year-to-date collection rate July 31, 2009 over July 31, 2008.
4. County’s investment portfolio as of July 31, 2009.(Information)
5. State Treasurer Local Government Investment Pool (LGIP) Yields.(Information)
6. A copy of the July 2009 STO report is attached with more detail for your information.
7. A chart from Morgan Keegan to provide an update on the inverted yield curve and where the

maximum short term yields are on U.S. Treasuries as of August 26, 2009.(Information)

8.

Schedule for the next meeting: September 17, 2009 at 2:00 PM.

Other Business.

Adjournment.







September 7, 2009

Memorandum

To: Santa Fe County Board of Finance
From: Victor A. Montoya, County Treasurer
Date: 9/7/2009

Subject: Santa Fe County Treasurer’s Investment Plan

Good Afternoon Commissioners,

In accordance with Santa Fe County’s Investment Policy (Resolution No. 2007-102), this memorandum is
submitted to present the County Treasurer’s investment plan for the foreseeable future and to give the County
’_\Board of Finance a status report of the County’s investments.

As discussed previously with the County Board of Finance, my primary objective is to insure the
County’s portfolio contains safe, liquid and diversified investments while earning a market rate of
interest on all money that is not immediately required to meet the County’s cash flow needs.

During these past eighteen months, the financial world and its markets have been turned upside down and our
markets both domestically and globally have suffered their greatest losses since the great depression. Some of
these examples include the insolvency and bankruptcy of Freddie Mac and Fannie Mae and their takeover by the
federal government; the bankruptcy of Merrill Lynch; the bankruptcy or near collapse of many investment
banks; and the bankruptcy of Wachovia Bank and its takeover by Wells Fargo.

In terms of the County’s investments, we have not suffered any losses to date, as we do not invest in equities,
CMO’s (collateralized mortgage obligations), MBS (mortgage backed securities), and other sub-prime lending
instruments.

All our investments are secured or collateralized by the full faith and credit of the federal government, or at
102% by an irrevocable letter of credit or by pledged government agencies, where we require 102% collateral.

The County Treasurer’s investment plan is to diversify the portfolio and invest in all permitted investments
authorized in the policy as follows:
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e Interest bearing accounts held at our Custody Bank;

e Certificates of deposit insured by the FDIC (with limits up to $250,000), or collateralized at 102% for
CD investments over $250,000;

e Government agencies (bonds), treasury bills, or other debt securities issued by and backed by the full
faith and credit of the United States. These investments are fully collateralized as provided for in our
investment policy; and

The State Treasurer’s Local Government Investment Pool; investments in the LGIP, are not
collateralized or backed by the full faith and credit of the State of New Mexico.

The County Board of Finance has approved Financial Depository Institution status for the following four banks:

First Community Bank: This bank is also our custody bank and we currently have $20 million invested in
a thirteen month Certificate of Deposit that yields 3.15%. The balances in our bank accounts are no longer
swept into an overnight repurchase account and redeemed the following morning; the overnight repo
account was suspended indefinitely because the yields are currently .25% due to the drop in fed funds rate
to .25%. This bank’s repo yield was fed funds less 50 basis points.

In early August of this year, we were advised by First Community Bank of their intentions to explore
merger options. Their CEQ Michael R. Stanford was quoted in the Albuquerque Journal as stating “It is in
our shareholders best interest to consider various strategic alternatives”. This notice gave me concern and I
began checking their rating with bankrate.com where I found them to have a one star rating, the lowest
rating of all banks we currently deal with. I then proceeded to obtain a quote from (NASDAQ:FSNM)
through the Internet on their stock price, which on August 25, 2009, closed at $1.27 per share. I thought
this information should come to the attention of the County’s Investment Committee and presented it to
them at the meeting held on August 26, 2009, they also became concerned, and asked that we get a written
response regarding the Committee’s concerns (see attached letter from Ron Sanchez, Regional President of
FCB). On August 26, the Committee formally approved an RFP seeking custody bank services.

For the record, First Community Bank responded that all our demand deposits and investments held at FCB
are collateralized at 102% by letters of credit, government securities and the FDIC. While they appear to
be well capitalized, the poor rating they received probably stems from bad commercial loans. We have not
relied solely on Bankrate.com to obtain a rating on FCB, we also obtained ratings from two other rating
agencies (see attached ratings).

Los Alamos National Bank: This bank received Financial Depository Institution status from the County
Board of Finance in August 2005, and we currently have $109,709,915.04 invested in Certificates of
Deposit fully collateralized at 102% with an irrevocable letter of credit from the Federal Home Loan Bank
in Dallas and with government agencies. LANB has offered the County some competitive rates; examples
may be seen on the Santa Fe County Treasurer’s portfolio.
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Most of these rates beat both First Community Bank and the Local Government Investment Pool (see
attached Treasurer’s Report for examples of yields). These investments are laddered to meet our cash flow
needs as the projects materialize according to the schedule provided to me by the Director of Community
Services and the Finance Director.

Wells Fargo: This is the third bank to receive Financial Depository Institution status from the County
Board of Finance. We use this bank to invest in brokered CD’s all insured by the FDIC up to $250,000.
Wells Fargo shops bank rates through out the country and provides us with the yields, maturity dates, and
payment dates. Currently we have approximately $2,437,000 in these types of CD’s with yields ranging
from 3.50% to %5.20%. In October 2008, the government bailout increased FDIC insurance to $250,000
through December 31, 2009; this has been extended through 2012.

First National Bank: This is the fourth bank to receive a Financial Depository Institution status from the
County Board of Finance. The County’s investment in this bank CD is $5,000,000.00 with a yield of
2.70%; schedule to mature on December 31, 2009. This investment is collateralized at 102% secured by
government agencies held at the Federal Reserve Bank in Boston.

Government Agencies (Bonds): As part of diversification of our assets, we invest in this type of security;
our holdings currently stand at $40.7 million. We expect to increase this category by $2.0 million at the
end of this month from the Universal Savings Account. These investments are laddered to meet our cash
flow needs as the County’s projects timetable materializes.

State Treasurer Local Government Investment Pool

The only place we may have some exposure is the commercial paper and money market funds that
the State Treasurer invests in; the County’s investments are not collateralized or secured by the State
Treasurer.

In January 2009, the State Treasurer advised the County Treasurer that the LGIP investment in the Reserve
Primary Fund had broke the buck as a result of Lehman Bros. bankruptcy. All LGIP shares in the Reserve
Primary Fund were frozen until the funds liquidation could begin. The Reserve finally published a
liquidation plan for shareholders on December 3, 2008; this plan estimates a loss of 1.5% of invested funds.
Until the final distribution is made, the actual loss remains unknown.

On February 27, 2009, the County Treasurer received notice that the State Treasurer was creating their own
Reserve Contingency Fund and would place that portion of a participant’s LGIP holdings that were
attributable to the Reserve position on September 15, 2008 into the Contingency Fund based on an
estimated loss of 1.5%; and the Contingency Fund would not earn interest.

On June 2, 2009, the State Treasurer’s office informed us that the STO was participating in a lawsuit
against the Reserve Primary Fund on behalf of STO’s portfolios and LGIP participants. As of August 31,
2009, the LGIP Reserve Contingency Fund holds hostage $2,159,674.97 of Santa Fe County funds. Most
of these funds are from bond issues approved for various projects within the county.
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A copy of the State Treasurer’s Investment Outlook is attached for your information. Finally, to provide a
comparison of how our investments are doing compared to the LGIP, here are the LGIP results for the last
six months:

a. August 31, 2009 yield 0.29%.
b. July 31, 2009 yield 0.30%.
c. June 30, 2009 yield 0.28%.
d. May 31, 2009 yield 0.26%.
e. April 30, 2009 yield 0.30%.
f. March 31, 2009 yield 0.50%.
The current balance at the LGIP on August 31, 2009 was approximately $ 6,372,514.35.

I continue to look for investments that benefit our local economy here in Santa Fe County that will assist
banks and credit unions with the ability to provide mortgage loans, auto loans and construction financing to
our county constitutients. Other banks located in Santa Fe County that have County funds invested in CD’s
include:

a. Guadalupe Credit Union  $250,000.00 Secured by FDIC;
b. Community Bank $250,000.00 Secured by FDIC;
c. Ironstone Bank $250,000.00 Secured by FDIC.

In closing, I have attached a copy of “Santa Fe County Treasurer’s Portfolio” which shows the
County’s investments in CD’s; Government Agencies (Bonds); the Local Government Investment Pool;
and demand deposits we have made through August 31. These investments show the principal investment
amount, the effective annual interest rate (yield), the term, and maturity date and how we receive the
income from the investment. The County’s total portfolio as of August 31, 2009 was approximately
$212,691,199.55.

The County Treasurer’s Investment Committee meets regularly on a monthly basis. I present an agenda to
the Committee each month that includes what investments have been made, the investments that matured,
and minutes from the prior month. I have our Custody Bank and Financial Depository Institutions make
presentations to keep the Committee informed as to how they intend to use County funds to improve the
economy of Santa Fe County, and the financial condition of the bank and their operations. We monitor the
bank’s rating through the use of bankrate.com, which provides a star rating and commentary on financial
condition of the banks.
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I want to thank the Investment Committee for their hard work and commitment to attend these monthly
meetings. I know they have many commitments and obligations they have to attend to on behalf of the
County.

Mr. Chair and Commissioners that concludes my portion of the presentation, thank you for your kind
attention and I now make myself available to any questions you might have.
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Victor Montoya

Santa Fe County Treasurer
102 Grant Avenue

Santa Fe, NM 87501

Sent via email
Dear Mr. Montoya,
I am writing in response to Mr. Brian Baca’s email of 8-31-09 regarding the

financial status of First Community Bank. Mr. Baca had asked four questions, which are
listed below along with the Bank’s response.

Why is First Community Bank rated so poorly?

The issues causing First Community Banks current ratings are centered around asset
quality numbers. These are very much concentrated in the Bank’s residential and land
development portfolio. The Bank continues to be well capitalized within the Federal
Reserves definition of that status.

e What would the financial impact be to Santa Fe County if First Community bank was
to fail?

First Community Bank is well capitalized, and is not in any immediate danger of failure.
Banks do not fail when they are well capitalized:

e What is the current status of all Santa Fe County accounts and the names the accounts
are held under?

As for the current status of Santa Fe County’s deposits with First Community Bank, all
deposits held by the Bank for SF County are FDIC insured or collateralized at 102% of the
deposit amount by either the Federal Home Loan Bank or other government backed
securities. Santa Fe County has no risk of loss to these deposits.

What effect would a merger have on Santa Fe County?

Regarding the issue of a merger, and how that might effect the County’s relationship with
the Bank, | would imagine that the impact would be negligible. | would assume that the
Bank would continue to value the relationship, and make every effort to accommodate
the County’s needs as we have historically done.







FIRST
COMMUNITY

September 3, 2009

Victor Montoya
Santa Fe County Treasurer
Page 2

Should you have any further questions or concerns, I am more than happy to meet with
you or your finance/investment committee.

Sincerely,

Ron Sanelog bj JZH

Ron Sanchez
Regional President

CC: Brian Baca
Commissioner Mike Anaya
Commissioner Harry Montoya
Commissioner Virginia Vigil
Commissioner Liz Stefanics
Commissioner Kathy Holian
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Financial statement

FIRST COMMUNITY BANK

120 WEST PLAZA
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STAR RATING: 1 +

Predictive Indicator neutral

As of March 31, 2009

Federal Reserve System Identifier 236751

Financial summary ($ in Thousands)
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Company FIRST COMMUNITY BK
Group Affiliation FIRST STATE BANCORPORATION, ALBUQUERQUE NM
Safety Rating E+ (Very Weak Financial Strength)

Address 120 West Plaza, Taos, NM 87571
Date Reviewed July 9, 2009 (Downgraded) based on data through March 31, 2009
Next Review Date September 2008

The E+ rating means that, in our opinion, this institution currently demonstrates what we consider to be
significant weaknesses and has also failed some of the basic tests we use to identify fiscal stability.
Therefore, even in a favorable economic environment, it is our opinion that depositors or creditors could incur
significant risks.

TheStreet.com Financial Strength Ratings represent Rating Indexes
a completely independent, unbiased opinion of an .
institutions financial strength. The ratings are B Weak Fair i Fxcnlient

derived, for the most part, from quarterly financial
statements filed with state and federal regulators.
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Ratings are assigned by our analysts based on a

complex analysis of hundreds of factors that are el

synthesized into five indexes: capitalization, asset .

quality, profitability, liquidity and stability. These

indexes are then used to arrive at a letter grade o 4 . - '

rating. The primary components of TheStreet.com Ranges  Captdlzaion  Asset  Proftabllly  Liquidty  Stabilky
~~_ Financial Strength Rating are as follows: Quality

. Capitalization Index gauges capital adequacy in terms of each institution's cushion to absorb
future operating losses under various potential business and economic scenarios as they may
impact the company's net interest margin, securities values, and the collectibility of its loans.

o Asset Quality Index measures the quality of the institutions past underwriting and investment
practices, as well as its loss reserve coverage.

o Profitability Index measures the soundness of the company's operations and the contribution of
profits to the company's financial strength.

. Liquidity Index values a company's ability to raise the necessary cash to satisfy creditors and
honor depositor withdrawals in the event the institution suffers from problems in other areas such as
capital adequacy.

. Stability Index integrates a number of sub-factors that affect consistency (or lack thereof) in
maintaining financial strength over time. Sub-factors include 1) risk diversification in terms of
company size and loan diversification; 2) deterioration of operations as reported in critical asset,
liability, income and expense items, such as an increase in loan delinquency rates or a sharp
increase in loan originations; 3) years in operation; 4) former problem areas where, despite recent
improvement, the company has yet to establish a record of stable performance; and 5) relationships
with holding companies and affiliates.

Sl Tarms & Conditions: This Documient is prepared strictly for the confidential use of our customeris) and those agdvising our customers it has been provided lo you at your
speciic request  This Document is not intendad for the direct or indirect soliciiation of business TheStreet com Ratings. Inc. expressly disclaims any warranty of
merchantability or fitness for any paticular purpose that may sxist with raspact to this Document The information contained herein has been denved from data furnished by

official sources thal we deem reliabla Data is provided from the Reaulatory Filings via Highline Financial, inc. However TheStreet com Ratings. Inc. has not independently
verified the dala The data and information contained herein s, therefore, provided ‘as is' withcut wamanty of any kind, Copyright © 2008 TheStreet com Ratings, Inc.. all
rights resarved  Co to www thesireet com/ratings/producisidisclaimar asp for full disclaimer
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NEW MEXICO STATE TREASURER'S
EXECUTIVE SUMMARY OF
INVESTMENT ACTIVITY

As of July 31, 2009

NEW MEXIGROWLOCAL GOVERNMENT INVESTMENT PooL (LGIP)

[ em—y 2007 —_—

B LGIP Market Value (m-0-m)
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Monthlv Yield

» The July 31 market value of the LGIP
portfolio was $869 million, compared
to a market value of $1.6 billion at the
same period last year and $961 million
at the same period two yeats ago.

* During the month the market value of
the portfolio decreased 5.7%, from
$921 million at June month end to
$869 million. Participant contributons
for July totaled $47 million and
withdrawals totaled $98 million.

® The gross yield was .35% at July 31, a
7.8% increase from June month-end
of .33%. The weighted average
maturity at July 31 was 52 days, up
from the June 30 weighted average
maturity of 50 days and within the rule
2a-7 requirement of 60 days or less.
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Com
Com

GIP Bank Account

Certificates of Deposit 187% $ 40,000,000 4.60% 144

= July purchases in the LGIP portfolio
totaled $265 million. Purchases include
government guaranteed asset-backed
commetcial paper and Treasury securities.
30,764,492 3. = Sales during the month totaled $35
million, which included U.S. Treasury Bill.

Local Government Investment Pool

mercial Paper-DscB ~ 0.36% $ 30,967,722 4.60%
mercial Paper-TLGP  1.03% $ 49,705,417 5.12% 47
0.16% § 139,995,350 16.12% 12
0.21% $ 553,072,000 63.67% 58
150% $§ 15,122,100 1.74% 42

e S ———— T ——
0.35% $ 968,627,081  100% 50

Percent

L - T i -0-
IGIR = Foill Eemngs (= o) '« LGIP earnings for July totaled $263

$3.50 - thousand, a 7% increase from June
‘ earnings of $245 thousand. Fiscal year-to-
date earnings total $263 thousand.

£3.00

S2.50

$2.00 ‘
£1.50 - ‘
£1.00

050 - ‘

$ & A A ‘«*“«‘
FELLF LS FES L5 ¢ 3

o ~— | = The 30-day net yield of the LGIP as of July
Benchmark Yield Comparison '

New MexiGROW LGIP 24 was 0.29%, underpetforming the 30-
; | day net S&P Rated Government
| Investment Pool (GIP) index 0.36 by .07
" | basis points. The 30-day gross yield of the
4 | LGIP at July 24, was 0.34%,
3 underpetforming the 30-day gross S&P
il : ‘ Rated GIP index of 0.55%.

1 .

| ‘ »  The administrative fee assessed for July

— was 4.1 basis points. Year-to-date fees
$ S P H S S S .18.

PN & F & .5@‘% S S | collected total $32,000.18

S&PRated GIP netyield ~ —#—LGTP netyield '
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